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ABSTRACT

In today’s dynamic business environment, firms are required to utilize efficiently and ef-
fectively all the useful resources to gain competitive advantage. Supplier development has
evolved as an important strategic instrument to improve buyer supplier relationships. For
that reason, this study focuses on providing the strategic significance of supplier develop-
ment approaches to improve business relationships. By using qualitative research method,
an integrated framework of supplier development and buyer-supplier relationship develop-
ment has been tested and validated in a Finnish case company to provide empirical evidence.
It particularly investigates how supplier development approaches can develop buyer-supplier
relationships. The study present a set of propositions that identify significant supplier devel-
opment approaches critical for the development of buyer-supplier relationships and develop
a theoretical framework that specifies how these different supplier development approaches
support in order to strengthen the relationships. The results are produced from an in-depth
case study by implementing the proposed research framework. The findings reveal that sup-
plier development strategies i.e., supplier incentives and direct involvements strongly effect
in developing buyer-supplier relationships. Further research may focus on considering in-
depth investigation of trust and communication factors along with propositions developed
in the study to find out general applicability in dynamic business environment. Proposed
integrated framework along with propositions is a unique combination of useful solutions for
tactical and strategic management’s decision making and also valid for academic researchers
to develop supplier development theories.

KEYWORDS
supplier development, supplier management, strategic competitive advantage, buyer-supplier
relationship, supply chain management, case study.

Introduction

tainable activities are involved in developing the core

capabilities of suppliers’ that are utilized across in-

In recent years, supplier development activities
are defined as the most important effort that firms
undertake not only to gain competitive advantage
but to develop suppliers for long term partnership
and relationship enhancement. Several strategic sus-
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dustries [1]. Reference [2] argues that different suppli-
er development efforts exist but they fluctuate based
on the firm’s commitment and dedication towards
supplier development. Similarly, the increased inter-
est in supplier development and buyer-supplier re-
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lationship result in highlighting the importance of
strategic collaboration of buyers and suppliers to en-
hance the operational performance and to build-up
stronger and long-term relationships [3]. Suppliers
are the most important capability and critical input
resource for firms to produce a significant product or
service and that is the reason now firms are imple-
menting supplier development programs. This does
not provide only competitive advantage to the firms
but also long-term relationships with their potential
suppliers [4].

Supplier development efforts increase the compe-
tencies of both buyers and suppliers that results in
successful operational performance. The success as-
pects include but not limited to: effective two-way
communication, an attitude of partnership, shared
promises and management support [5] and [6]. Those
factors lead toward successful supplier development,
continuous performance improvement and strate-
gically developing buyer-supplier relationships [7].
Similarly, the process model of reference [8] proposes
five successful factors (e.g. supplier’s team leader-
ship, top management commitment, capable joint-
development team, data driven changes, and suc-
cess of a model line) that influence in enhancing the
supplier development efforts. In the similar way, top
management commitment has become a critical suc-
cess factor in value-based supply chain innovation
which provides a wide range of opportunities to be-
come competitive. Reference [5] and [9] have come
up with the conclusion that supplier development
programs including supplier evaluation, training and
awards help to communicate with supplier effectively.
These efforts develop a narrative of successful part-
nership with suppliers and to remain competitive.

Suppliers signify critical resources which provide
essential materials and services to a firm for produc-
tion. The quality and cost of a product is always on
the stake and firms are more careful to evaluate the
capabilities and competencies of suppliers because
it also provides opportunity to suppliers to develop
their capabilities. Therefore, organizations are more
eager now than ever to implement supplier develop-
ment programs not only in maintaining competitive
advantage but also to develop strong buyer-supplier
relationships [4] and [10]. In the same vein, refer-
ence [4] provide some successful corporate examples
where supplier development has been implemented
successfully to achieve continuous improvement; re-
duced supply based cost, improved quality and de-
livery, lead time, and improved productivity.

Further, reference [11] state that developing sup-
pliers need efforts for long term cooperation which
leads towards the improvement in suppliers’ techni-
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cal, quality, delivery, and cost capabilities. Firms are
eager to take supplier development initiatives and
transfer knowledge into their supply base to improve
supplier performance [12]. On the other hand, [4] dis-
cover a research gap by highlighting the ineffective-
ness of those efforts and initiatives in supplier per-
formance. They have highlighted the critical role of
communication in buyer-supplier relationship which
is untested in context of supplier development.

Despite the much appreciation of importance of
efficiently developing suppliers and buyer-supplier re-
lationship, gaps remain in understanding the signif-
icant supplier development factors that strategically
develop buyer-supplier relationship. Theoretical and
empirical evidence of supplier development strategies
and buyer-supplier relationship is highly fragment-
ed; focused separately with little understanding, and
hence limited cumulative learning. This research ad-
dresses this research gap by implementing and val-
idating a developed integrated research framework
through a case study. Reference [3] proposes an in-
tegrated research framework based on detailed theo-
retical literature review, and this study is a step for-
ward to implement and validate the research frame-
work in a case study. This study compliments their
research and provides the empirical evidence of step
by step supplier development strategies, approaches
and their strategic impact on business relationships.

This study is quite important in its nature be-
cause it fills the research gap by providing empiri-
cal evidence of integrated framework of supplier de-
velopment strategies that become important reasons
to develop long-term relationships. Such an inte-
grated research approach helps to uncover rich ex-
planations about the management of suppliers and
buyer-supplier relationships. As a consequence, this
study investigates the following research question:
How supplier development framework leads towards
strategic value-added buyer-supplier relationships?

This research identifies and addresses above men-
tioned question by empirically investigating a link
between step by step supplier development pro-
gram and buyer-supplier relationship performance
outcomes. The remainder of this study is organized
as follows. In the next section, literature review is
presented in order to develop an understanding of
the link between supplier development and buyer-
supplier relationship. This is followed by a descrip-
tion of empirical section which presents research
methodology used in this study. Next section pro-
vides results with discussion of supplier development
strategies and their impact on business relationships.
After presenting the discussion and implications of
the results, the paper concludes with some manage-
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rial implications, limitations and suggestions for fur-
ther research.

Literature review

Supplier development and buyer-supplier rela-
tionship are significant fields of research in global
supply chain management where diversity of skills
and knowledge provide effective competitiveness and
improved performance to both parties [6]. Firms are
more eager in supplier development programs not
only to continue long term relationship with their
suppliers but also to develop strategically global
competitive advantage [13]. Further, [8] proposed a
model consisting five supplier development factors.
Those factors include; supplier’s top executives com-
mitment, capable joint-development team, supplier’s
leadership, accomplishment of a model line, and data
driven changes. Reference [14] highlighted the buy-
er’s inclination to involve in supplier development
programs where communication, buyer-supplier rela-
tionship endurance, and obligations of suppliers are
taken under consideration.

The concept of supplier development was orig-
inated by [15] to describe the willpower of manu-
factures in enhancing the numbers of suppliers for
the purpose of improved performance. This idea was
then left with an open discussion platform for the
researchers in supply chain management where the
discussion started with the complex product busi-
nesses and their suppliers [16] and [17]. On the other
hand, [14] provided a different aspect of supplier de-
velopment called “the antecedents” which explains
the actions to be taken before supplier development
programs. He highlighted those antecedents as the
important inputs for supplier development including
strategic supplier management, purchasing functions
as a source of competitive advantage, investments
in supplier’s competencies, commitments, supplier as
partners, communication, and information sharing.

Several researchers have highlighted the impor-
tance of supplier’s competencies and capabilities in
manufacturing firm’s competitive advantage. Simi-
larly, researchers pointed the important aspects of
supplier development programs in supply chain man-
agement literature (i.e., performance measurement,
supplier evaluation, setting goals for suppliers, train-
ing etc.) that play a pivotal role in maintaining im-
proved performance of manufacturing firms [18, 5,
11] and [19].

Supplier development approaches

Recent trends in manufacturing firms show re-
focusing strategies on the core capabilities while in-

o8

creased outsourced activities and effectively using all
resources to gain competitive advantage [20] and [4].
Supplier performance has become very important for
manufacturing firms’ long term relationships, quality
and cost of the products and services, efficient suppli-
er network and successful outcomes. For that reason,
buyers are eager to implement increasingly supplier
development strategies and approaches in their op-
erations to sustain proficient and high performance
supply base. Those approaches include assessment
of suppliers, performance incentives, initiating sup-
pliers’ competition, and buying firm’s own direct in-
terest in development of suppliers through training
of supplier’s personnel [20] and [4].

In a very rich literature of supply chain manage-
ment, researchers have examined supplier’s perspec-
tive in discussion of business relationships for suppli-
er development approaches. For the reason, many re-
searchers highlighted the importance of suppliers for
buying firms operational performance and suggest-
ed to consider suppliers their virtual extension. Fur-
ther, they have found combined inter-organizational
communication as the most important prerequisite
in converting an organization’s efforts in supplier de-
velopment [14, 21-23] and [4]. On the other hand,
supplier commitment, trust, and alignment of orga-
nizational culture have been noticed by many re-
searchers as antecedents to supplier development [24]
and [8]. While, others highlighted suppliers as part-
ners through motivations of their acknowledgement,
buying firms’ direct involvements, efficient communi-
cation between them, and multiple contracts to keep
the competition up between suppliers. These factors
transform buying firm’s efforts not only into supplier
development but to improve operational performance
and competencies [2, 5] and [9].

Reference [25] proposed a benchmarking model of
supplier development where they identified the most
significant critical success factors (CSFs) and classi-
fied into four groups; 1) supplier related factors, 2)
secondary factors related to supplier, 3) manufactur-
er related factors, and 4) manufacturer and supplier
related factors in order to adopt successful suppli-
er development. Moreover, researchers have focused
on the firm’s operations strategy inclined towards
supplier development and improved supplier perfor-
mance. They highlighted some supplier development
approaches and drivers that are most important sup-
porting factors in transforming buyers’ efforts into
supplier development and performance improvement
[26, 27] and [8].

Supplier development strategies include the most
significant supporting approaches that help buyers to
enhance the overall operational performance. These
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approaches include; supplier assessment, competitive
pressure, supplier incentives, and direct involvement.
This process of supplier development was discussed
and tested by [20] and [4] in their articles but later
on, [3] developed a conceptual framework for supplier
development and improved buyer supplier relation-
ships.

Reference [3] highlighted an evolutionary sup-
plier development route which leads towards im-
proved relationship performance. Supplier develop-
ment framework was developed based on a detailed
literature review on supplier development and buyer-
supplier relationship which provides the successful
strategies not only to develop suppliers but to im-
prove long term relationships with suppliers [3]. It
identified four main steps lead toward supplier devel-
opment; 1) supplier assessment, 2) competitive pres-
sure, 3) supplier incentives, and 4) direct involve-
ment. Each of the steps includes several activities
that ensure supplier development to enhance firm’s
competitive advantage.

Supplier assessment

In supplier development strategic framework,
supplier assessment is the first part to be started
with supplier development process. Reference [28]
stated that supplier selection, supplier assessment,
and their involvement are the most important ac-
tions a buying firm should concentrate on. Therefore,
many researchers provided a notion of supplier’s as-
sessment in strategic decision making process [29—
31] and [32] to attain operational supply chain [33].
Similarly, when firms are focused to utilize their re-
sources in a best possible way, they try to improve
inter-organizational performances. This way, suppli-
ers can be involved into the new product develop-
ment processes which lead towards supplier assess-
ment to improved business relationship performance
[34] and [35].

Further, [36] presented a detailed literature re-
view of performance criteria in supplier selection and
evaluation in order to sustain competitive advantage.
He identified the most significant supplier evaluation
and selection criteria models from an in-depth litera-
ture review. Three main supplier evaluation methods
(i.e. categorical method, weighted point, and cost ra-
tio) which are helpful for companies to implement
supplier evaluation. Based on intense literature re-
view, he argued that weighted point model is more
appropriate supplier evaluation model because of its
precise and clear outcomes to the decision makers.

Certification and evaluation guarantee firm’s per-
formance by motivating suppliers to produce at their
best and to enhance their capabilities [20, 37] and
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[38]. Further, it supports to evaluate supplier’s cur-
rent and expected performance and helps in better
communication between the parties to improve their
business performance. Reference [20] highlighted the
importance of certification and evaluation in suppli-
er development process and stated that it provides
not only a competitive edge to buyers to assess their
suppliers’ performance but a strategic way to set a vi-
sion for suppliers. Similarly, supplier assessment is a
critical success source of evaluating the competency,
quality, technical know-how, cost, and delivery capa-
bility of suppliers [39] and [26]. Feedback in supplier
assessment is a useful tool which contains the impor-
tant information about the suppliers’ performance.
It helps suppliers to improve their operations intact
with buyer firm’s requirements [20].

Competitive pressure

Buyers implement another supplier development
approach competitive pressure which ensures the
quality and improved performance of suppliers [41].
In this vein, firms utilize different market forces to
build a competitive pressure for suppliers to deliver
their best. This supplier development strategy pro-
vides three folded advantages to the firms, 1) to an-
alyze supplier’s capability and performance, 2) pro-
vide motivation to other suppliers to improve quali-
ty in their operations, and 3) build long term busi-
ness relationships [20]. Further, competitive pressure
is a key source of getting improved suppliers’ per-
formance in terms of quality, cost, and delivery [40]
and [41].

Therefore, supplier development strategies in-
clude multiple suppliers’ assessment and threats of
switching to other suppliers which help buying firms
to get higher standard products and services from
their suppliers. This approach develops a healthy
and competitive environment for suppliers and mo-
tivates them by providing high quality supplies with
a low cost. Competitive bids from several suppliers,
short term contracts, and use of developed bidding
details help buying firms to attain a comparatively
low price [20, 42] and [26]. However, buyer will resist
threatening suppliers in case of some certain switch-
ing costs [43].

Supplier incentives

Supplier incentives are another useful supplier de-
velopment approach. Buyers motivate their suppli-
ers by offering supplier incentives in different forms.
This strategy keeps suppliers motivated and intact
with buyers’ requirements and help suppliers to im-
prove their supply base and operational capabilities
[27] and [22]. Similarly, this approach becomes key
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motivators and critical success factor to suppliers to
develop their production competency with improved
performance and also to build strong relationship be-
tween both parties [25]. On the other hand, suppliers
will resist or will be unwilling to keep high quality
products and services and long term relationships if
incentives are not offered to them. Therefore, this
strategy plays a pivotal role by transforming buyers’
incentives into suppliers’ high quality products and
services and improved operational performance [44].

Suppliers’ performance is influenced indirectly by
supplier assessment and supplier incentives efforts by
buying firms. This results in improved business per-
formance in form of increased business volume and
future business for suppliers. These efforts foster the
thrust of suppliers to perform well through provid-
ing best supply to buyers not only for their benefits
but also to build long term relationships. Literature
has focused more on operations and provides the re-
quired supplies to buyers which positively influence
knowledge transfer activities [22, 4] and [27].

Direct involvement

Direct involvement is a preemptive strategy
which helps buying firms in developing suppliers and
relationships [27] and [20]. Different direct involve-
ment methods are important success factors for com-
panies to implement successfully supplier develop-
ment programs [25]. These methods include by in-
vesting capital and equipment in supplier operations
[40] and [27], partially acquiring the suppliers as [45]
exemplified about the acquisition ratio of Toyota and
Nissan. Similarly, investments in human and organi-
zational resources motivate organizations to be in-
volved and develop supplier performance [4]. This
novel idea is not only used in supplier development
but it also offers a holistic depiction of long term
buyer-supplier relationships. Reference [46] and [47]
concluded with the importance of transaction specif-
ic investments as a useful factor in transaction cost
and uncertainty reduction between buyers and sup-
pliers.

Reference [19] also highlighted the importance
of suppliers’ involvement in business relationships
which result in empowering buyer-supplier relation-
ships. Several researchers in literature have under-
lined the most significant direct involvement’ factors
that help in enhancing the supplier development per-
formance. For example; site visits, training and ed-
ucation, technical support, and capital and human
resources investments are the most substantial ones
that transform suppliers in producing good quality
products along with enhanced process capability [5,
48] and [49].

60

Further, [4] also have discussed the importance
of these factors in supplier development process.
They also have highlighted the important role of top
management into supplier development programs to
provide a strategic view of supplier’s performance
and competency [4]. Reference [20] operationalized
the concept future business incentives to operational
knowledge transfer prior to establish direct involve-
ment which allows firms to continue longer term rela-
tionships with their suppliers to transfer tacit knowl-
edge and excel competitively.

Supplier development to buyer-supplier
relationship development

Firms are eager to implement supplier develop-
ment programs not only to benefit operational per-
formance through improved product manufacturing
competencies but also to develop buyer-supplier re-
lationships. Strategic supplier development activities
are utmost important drivers of developing long term
buyer-supplier relationships. A conceptual frame-
work of [3] is a useful example of supplier devel-
opment process towards buyer-supplier relationship
performance. The concept of supply chain network is
a support for organizations to employ the available
resources in such a successful manner where business-
es focus on inter-organizational cooperation [34].

Therefore, several researchers have explained the
logic behind the supplier development and buyer-
supplier relationship factors of supplier selection and
supplier involvement in strategic decision making
and efficient supply chain separately [29-32] and
[33]. Reference [29] developed a performance mea-
surement system (PMS) in order to enhance suppli-
er relationship management activities in a successful
way. They argued that PMS supports to evaluate
the performance gap better which ultimately pro-
vides a platform in strategic decision making to meet
the challenges successfully. The efforts of supplier
development including capital and human resource
investments positively impact the relationship per-
formance of buyers and suppliers [48]. Consequent-
ly, this study develops and implements an integrat-
ed framework of supplier development activities to
buyer-supplier relationship development.

Transaction specific investments in education and
training and direct involvement of buyers and sup-
pliers in supplier development programs are a foun-
dation of developing business relationships [14] and
[50]. Moreover, effective communication, long term
strategic goals and cooperation between buyers and
suppliers lead towards twofold benefits; 1) supplier
development, and 2) relationship development [11,
51] and [39]. In the same vein, supplier evaluation
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has a vital role in developing buyer-supplier relation-
ships which demands careful evaluation of suppliers
regularly. After careful and successful supplier’ evalu-
ation, buyers can propose improvement requirements
to gain and maintain competitive advantage. These
efforts help suppliers not only to improve their com-
petences but also develop a rationale of operational
performance between them [52].

Similarly, developed trust between buyers and
suppliers support them in supplier development pro-
grams to improve capabilities and in relationship spe-
cific investments. These efforts are classified as im-
portant actions in the literature of supply chain to
improve the relationship performance [14]. Trust al-
ways resist the opportunism and increase the impact
of buyer’s assets specificity in business relationships
[48]. In result, they concluded with three dimensions
of supplier development consequences; competitive
advantage, supplier performance, and buyer-supplier
relationship development.

Integration of buyers’ purchasing strategies with
corporate competitive approaches establishes an en-
vironment of supplier development as well as com-
petitive advantage. It includes; market acceptabili-
ty, quality, cost and improved product development
process. These factors are quite important in suppli-
er development programs that lead towards relation-
ship developments [53]. Likewise, [19] pointed out key
competitive priorities; cost, quality, time and flexibil-
ity that result in competitive advantage for buying
firms. They have stated that supplier commitment is
another important factor for continuous performance
improvement. In this way, [14] argued that suppliers
will resist in relationship specific investments if buy-
ing firms do not show a potential interest for a rela-
tionship or investments. Thus, employed supplier de-
velopment efforts for long term business relationships
will create an opportunity for both buyers and sup-
pliers to improve their capabilities and performances
[20, 22] and [54].

Supply chain literature on buyer-supplier rela-
tionship and supplier development is fragmented and
lacking because of missing link between the objec-
tives of supplier development and business relation-
ships. Reference [54] has also mentioned a research
gap close to this research where differences exist in
supplier development approaches and performance.
The process of supplier development approaches and
their objectives are missing towards developing re-
lationships. Therefore, [21] mentioned the different
short term but immediate and long term objectives of
supplier development approaches and their effects in
developing relationships. This study integrates and
fills the research gap by not only combining the sig-
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nificant factors of supplier development efforts to re-
lationship development but also validate the follow-
ing extended research framework empirically.

The extended framework in Fig. 1 clarifies the
process of current research. By extending the re-
search framework provided by [3], this study provides
an empirical evidence of validating the proposed re-
search framework. In supplier development process,
buyers and suppliers need to develop relationship fo-
cused investments and information sharing activities
that will improve the performance in four key com-
petencies (cost, quality, time, and flexibility) as well
as supplier’s competency will be increased [55, 56]
and [25]. All important factors of supplier develop-
ment approaches are important in developing buyer-
supplier relationships in supply chain networks. Inte-
grated value creation requires actions from both buy-
ers and suppliers to synchronize the collective com-
petencies to develop the operations and relationship
performance [21].

Supplier
Comp
pressure Supplier N
incentives Direct |
. i Buyer-supplier
Evaluation Increase relationship
. Multiple volumes
Certification suppli}::rs development
Favorable Site visits
Feedback
Threats of status for Supplier
switching future training
business e
. Investments
......................... . Recognition
\\ ________________________ ".

Fig. 1. Extended research framework of supplier develop-
ment to buyer-supplier relationship.

Similarly, several studies have been published ex-
plaining the empirical outcomes of supplier devel-
opment approaches towards improved buyer-supplier
relationships through suppliers’ integration, collabo-
rative product development and planning, and in-
formation system etc. [57-62] and [63]. Further, the
results of supplier development approaches clearly
demonstrate not only a positive impact on firm’s fi-
nancial performance but also enhancing the opera-
tional competencies [61, 64] and [65]. Likewise, [1]
argued that product oriented firms are more eager
to implement supplier development approaches than
service oriented. Communication, top management,
supplier evaluation, and supplier strategic objectives
are the key factor in the process of supplier devel-
opment and buyer-supplier relationship development
[61, 63, 64] and [10].

Supplier development approaches have been dom-
inated in building deep supplier relationships. Ref-
erence [66] presented a detailed study of build-
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ing supplier relationships along with six distinct
steps. They argued that developing supplier’s com-
petencies, commitments, threats of switching, feed-
backs, innovative capabilities, information sharing,
and joint investments to improve operations pro-
vide significant opportunities to buyers in developing
strong relationships with their key suppliers. In the
same way, [67] proposed two approaches of devel-
oping buyer-supplier relationships through supplier
development and integration action plans. A generic
process model of [22] also demonstrates the supplier
development through ten systematic steps to imple-
ment and develop relationships with suppliers.

Our study offers an in-sight of supplier develop-
ment strategies, but particularly focuses upon how
supplier development strategies can be implemented
successfully and how they effect on buyer-supplier re-
lationship. We identify critical supplier development
factors within the strategic supply chain strategies,
and demonstrate their mutual support implementing
supplier development programs and buyer-supplier
relationship. Therefore, this study extends the frame-
work provided by [3] and implement and validate the
extended research framework in a case study. This
study provides the opportunities to firms to imple-
ment supplier development approaches strategically
and develop business relationship to improve opera-
tional and relationship performance.

Research design and methods

This study adopts exploratory case study as the
methodological approach for the research where the
purpose is to improve a detailed understanding of
supplier development approaches and their imple-
mentations for buyer-supplier relationship develop-
ment in the selected case [68, 69] and [70]. This study
is based on extending the research framework provid-
ed by [3] by implementing in this case to find out how
instigated supplier development approaches devel-
op buyer-supplier relationships. Case study method
is a suitable research method to employ when the
research phenomenon is complex and challenging.
Therefore, this method assists in this study to high-
light the significant supplier development approaches
in buyer-supplier development in a real world context
[71, 68] and [70]. Thus, a case study is advantageous
where the possibility of evolving accurate results ex-
tracted from data collection process to categorize
supplier development approaches and strategies in
development of business relationships [72] and [73].

The purpose of qualitative research is to compre-
hend the research field being studied [74]. Reference
[75] has explained that inductive reasoning is a re-
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search method which is the most significant part of
the research and starts a cluster of observations to
develop theory or generalization. The deficiency of
qualitative studies on this topic directed us to high-
light the importance of question “how” and “what”
factors effecting in supplier development and to iden-
tify the process of supplier development based on real
practice [76]. This research design permits a compre-
hensive within case analysis to describe the general-
izability level of evolving results [77].

A manufacturing Finnish case company and its
key supplier were selected to acquire data related
to supplier development approaches through inter-
views. The reason of selecting this case company and
its supplier was a part of dynamic project of suppli-
er development implemented in this case. This sup-
plier produces capital products for the case compa-
ny and purchasing volume is very high. A total of
twenty interviews (11 from buyer, 9 from supplier)
were conducted in 2013 from the top management
of buyer and supplier to increase the richness of in-
formation. The respondents held top and mid-level
positions in the firms including strategic managers,
operation managers, and project managers who were
directly involved in decision making and implementa-
tion. Semi-structured interview questionnaire includ-
ing measurement substance of supplier development
approaches was utilized to attain the comprehension
from both buyers and suppliers [78]. Each interview
lasted an average of 1-2 hour and conducted face-to-
face with voice recording. It was transcribed later on
to ensure high degree of reliability and traceability
[72, 79] and [80]. This technique helped us to cover
different functional areas with a different perspective
of supplier development approaches and their impact
on buyer-supplier relationship. By following the rec-
ommended process of [79] and [81], one author was
truly engaged with data collection process through-
out.

Table 1
List of Respondents with their Position in Case Company.
No. Approximate
Job title of time
interviews | of interview

Buyer’s Interviews

Strategic Managers 3
(Top management)

1:30 hours/interview

Operational Managers 5 About 1 hour/interview

Supplier Development
Mangers

2 hours/interview

Supplier’s Interview

Top Management 2
Team Members

1:30 hours/interview

Operational Managers 7
Total 20

1-2 hour/interview
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Propositions based on case analysis

The proposed supplier development framework is
tested empirically in dynamic business environment.
The case company is operating in engineering high
technology business, where the main customers are
global corporates. Business environment in case com-
pany is extremely dynamic where production load
is fluctuating +/—30%, which means that supplier
should be extremely flexible and agile. Case company
has a wider suppliers network (50 suppliers approx-
imately) in Europe and Asia. One of its key suppli-
ers was chosen for this study where the case compa-
ny implemented supplier development program. The
propositions suggested in this study were derived
from the in-depth case study and the most critical
supplier development approaches in buyer-supplier
relationship were identified.

Supplier assessment

Supplier assessment is a significant part of sup-
plier development program [4]. The most common
phase in supplier assessment is when the relation-
ship between buyer and supplier get formulated. In
this case, this key supplier was evaluated using sup-
plier evaluation process including the evaluation of
its technical capabilities, quality, and delivery per-
formance. Quality of the delivery was the most im-
portant criteria in supplier assessment process be-
cause of case company’s high market integrity. Ac-
ceptance certification was provided to communicate
their expectations to supplier after fulfilling all the
required standards. Continuous supplier evaluation
and feedback for supplier’s awareness of performance
and case company’s expectations are ensured. Top
management respondents from both (buyer and sup-
plier) were convinced about the importance of con-
structive feedback in supplier development program.
Discussion with respondents from buyer and supplier
reveals that

“ .. feedback and certification are extremely im-
portant for supplier assessment to develop the opera-
tional competency, performance and process develop-
ment. Moreover, it provides a baseline to set stan-
dards for supplier’s improvements and operational
knowledge transfer activities.”

Assessing current performance of suppliers pro-
vides enough knowledge about the development po-
tential of supplier which in result enhances suppli-
er development activities [4] and [26]. Similarly, in
this case supplier assessment has been a resourceful
action for continuous improvements in quality and
production process. These activities help not only in
developing suppliers and operations but also a signif-
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icant source of relationship development. Trust likely
stimulates and continuously improves supplier devel-
opment process which has been seen in this case as
one of the significance factors. It has found a very
helpful tool for buyer in order to measure the suppli-
er’s performance and to develop buyer-supplier rela-
tionship. The role of top management is quite crucial
in this case. As one top manager of top management
from buyer mentioned that:

“ .. supplier assessment always contributes in re-
quired performance outcomes for both buyer and sup-
plier to build strong relationships with our supplier.
Because this firm is our key supplier, we always are
keen to launch such actions which ultimately enhance
the coordination with suppliers to develop strategic
long-term relationships.”

Moreover, evaluation and certification process

implementation in buying firm create the opportu-
nities to ensure the quality standards and a signifi-
cant part of supplier development program. Discus-
sion with respondents reveals the fact that this step
stands first in supplier development program which
ultimately support in continuing the following steps
but most importantly a baseline for relationship de-
velopment. Accordingly:
Proposition 1: The stronger the supplier assess-
ment including evaluation, certification, and feed-
back, the successful supplier development program
implementation comes to an existence with a mod-
erate impact on relationship development.

Competitive pressure

Competitive pressure is another significant tool
in strategic supplier development approaches where
firms utilize external forces to keep up the pressure
on suppliers [40, 41] and [4]. This motivational and
competitive factor helps in improving the supplier’s
process competency and in extracting price benefits.
In this case while implementing supplier develop-
ment program, we found interesting and sensitive no-
tions. Because the supplier is the key actor in buying
firm’s operations, competitive pressure strategy was
found in a negative association with buyer-supplier
relationship development but only in favor of buyer.
This approach keep supplier cost competitive and
efficient in its operations as Project Manager from
buyer mentioned that:

“ .. competitive pressure is one of the key ap-
proaches to keep suppliers cost competitiveness and
efficiency. Practically, this means that there should
be multiple suppliers which could deliver same com-
ponent or sub assembly which will cause to keep the
competition up and create the threat of switching sit-
uation for supplier.”
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The competitive pressure was seen in the case
company as well, which validates this approach well.
Competitive pressure motivates supplier to develop
its operational processes, production methods, sup-
ply chain management, operative efficiency, and cus-
tomer service. These are the key standard require-
ments of case company from their supplier. In this
case, there are two more suppliers who could deliver
the same products to the firm. Therefore, it creates a
threat of switching in buyer-supplier relationship en-
vironment and keep supplier motivated. Case compa-
ny always communicates the resources of other sup-
pliers to its key supplier in order to let its supplier
keep engaged with required quality.

From buyer-supplier relationship aspect in this
case, this strategy of supplier development negative-
ly effects on relationship development. This interest-
ing finding was revealed while talking to one of the
management team members from supplier as he men-
tioned that:

“ . .threat of switching can demotivate our op-
erations at the times and create reluctance between
us, but we still try to do our best in fulfilling the
requirements from buyer. Further, we have invested
our resources for our potential buyer and want to do
business for longer term.”

Even though, buying firm keeps developing its
suppliers equally and measuring and evaluating their
performances. Performance is monitored by utiliz-
ing the most significant measures; quality, cost, and
punctuality. In this case, buying firm try to develop
its key suppliers equally and introduce new technolo-
gies by knowledge transfer activities. The developed
production and delivery process method by supplier
is not shared with other supplier to keep them intact
in improving their production and technological ad-
vances as well as to be cost competitive for buying
firm. Moreover, during relationship with supplier, the
cost efficiency has been developed enough which is a
important evidence to show that competitive pres-
sure in supplier development is very useful practical
approach. Competitive pressure could develop buy-
ing firm and supplier relationship especially when
supplier is confident that they are able to continue
deep cooperation with buying firm. Therefore:
Proposition 2: Competitive pressure strategy in-
cluding multiple suppliers and threats of switching
in supplier development approaches positively effects
in favor of buyer firm, but negatively impact buyer-
supplier relationship development.

Supplier incentive

Supplier incentive is another significant suppli-
er development strategy to keep the suppliers moti-
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vated which includes cost savings, recognition in in-
creased volumes, and favorable status for future busi-
ness [27, 67] and [4]. This case study is a successful
example of implementing supplier incentives in order
to gain competitive advantage and improved busi-
ness relationship performance. Case company assists
its key supplier by sharing knowledge to improve op-
erational outcomes. Incentives have been found very
successful strategy in knowledge transfer as well as
positive performance improvement in this case. In
discussion with buyer’s top management, it reveals
that:

“ .. supplier incentives ultimately provide us bet-
ter operational performance from our key suppli-
er and it keeps them motiwvated in improving their
process and technological developments. We rate
their performance accordingly and provide an oppor-
tunity and incentives in increased business volume.”

In the supplier development and buyer-supplier
relationship framework, supplier incentives are in-
crease volumes, favorable status for future business
and recognition for improved performance. In this
case study, the case company’s strategy is to grow
their business volume with supplier every year, which
means that the company is seeking to develop busi-
ness relationship. Case company’s business volume
has been increased already about 10-20% per year
since the relationship started. This has been a signif-
icant motivator for supplier to develop their opera-
tional processes and keep cost efficiency up. Similar-
ly, when the volume has been increased, the capacity
utilization was more efficient which in result created
cost efficiency.

Increased purchasing volume is very important
approach in developing buyer-supplier relationship.
Case company makes sure by giving a favorable sta-
tus to its supplier for future business growth. Conse-
quently, this strategy has been developed in this case
study so that possibilities of incentives were provid-
ed to its supplier in order to develop buyer-supplier
relationship performance. Recognitions from buying
firms to its supplier made high business performance
possible along with a longer term relationship. More-
over, this strategy has been seen a very useful tool in
developing trust between buyer and supplier which
in due course results in supplier development success
and buyer-supplier relationship development. For the
reason, supplier development project manager ar-
gued that:

“ .. recognition has been tmportant for us to im-
prove our operations towards buyer. This strategy
is very useful and satisfied with our strategic goals
which always motivate us to enhance the production
and delivery quality continuously. Further, it allows
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us to open up our capabilities in front of buyer to
implement operational improvements accordingly.”
Thus, the analyzed supplier incentives strategy
provides the following proposition:
Proposition 3: Continuous supplier incentives
strategy enhances the business performance of both
buyer and supplier. The most frequent supplier in-
centives strategy implements, the strongest buyer-
supplier relationship will be developed.

Direct involvement

Direct involvement is the last and important step
of our framework in supplier development strate-
gies and transaction-specific supplier development
[27] and [14]. Direct involvement from buyer plays
a significant role not only in developing suppliers
but also improves buyer-supplier relationship per-
formance [20, 48] and [82]. This study includes site
visits, supplier training, and investments as supplier
development strategies to implement supplier devel-
opment program. While implementing direct involve-
ment strategy in this particular supplier development
program, it was found that buyer acted proactively
and directly in these activities to show up their in-
terests in developing supplier for better performance.
Investments in supplier operations by buyer made
supplier more committed towards the required op-
erational quality. It also supports supplier’s poten-
tial to enhance their operational competency which
made a win-win situation for both buyer and suppli-
er. Operational manager from buyer highlighted the
importance of direct involvement in following state-
ment:

“ ..our direct involvement provides an opportu-
nity to supplier to think in combined strategic way
which in result demonstrates the commitment from
both parties. This kind of activities always cause in
developing longer term business relationship. Suppli-
er’s site wisits have significant value in our opera-
tions because of the nature of product our supplier
provide.”

Site visits are important especially when ready-
made product are produced in the supplier produc-
tion facility and the quality assurance of readymade
products are done in suppliers premises. During the
site visits, production process was evaluated visually
and developed according to the feedback. This case
demonstrate frequent supplier’s site visit (at least
once in a month) to follow agreed development ac-
tivities in order to develop the whole supply chain.
Supplier training is another important part of direct
involvement from buyer to integrate supplier and en-
hance the relationship trust. In many cases, suppliers
which produce ready products are small and medium
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sized companies. They do not usually have enough
resources to organize specialized trainings for their
employees; buyer therefore plays an extremely im-
portant role here. Consequently, discussion with a
top management member from supplier reveals that:

“ .. training 1s extremely important in our oper-
ations which support us to fulfil the required qual-
ity and operational performance by buyer. Supplier
training is done in many ways for example; techno-
logical training and process quality training which is
resourceful in developing our performance. Buyer or-
ganizes the resources for training and all the related
employees participate to learn different operational
innovations and technologies.”

One very intensive training was “lean training”

organized by buyer in this case which was a tailor-
made project for supplier to develop production
processes and increase performance. Typical invest-
ments have also been made in production for example
machining centers tools and measurement systems
in this case company to enhance the production ef-
ficiency. These investments are a significant part in
developing collaboration with supplier which in re-
sult enhances the relationship performance. It could
be stated that buyer-supplier relationship is devel-
oped well during activities like site visits, supplier
training, and investments for the suppliers. Accord-
ingly:
Proposition 4: The higher the direct involvement
activities by buyer are, the higher chances of supplier
development success are along with a positive impact
on buyer-supplier relationship development.

Table 2 summarizes the results of this study and
highlights the most interesting findings. It clearly
demonstrates the impact of supplier development de-
terminants on supplier development program imple-
mentation and buyer-supplier relationship. The re-
sults in Table 2 indicate that implementing suppli-
er development programs, supplier assessment activ-
ities are the prerequisites in providing opportunities
to evaluate supplier continuously in order to kick
start a successful supplier development project along
with competitive advantage. This finding is consis-
tent with [4] where they found it the most important
factor for undertaking operational knowledge trans-
fer activities. On the other hand, it has a moder-
ate impact on developing buyer-supplier relationship
because of being a prerequisite in supplier develop-
ment program. Similarly, competitive pressure keeps
the supplier intact with the required quality and pro-
duction efficiency. The results posit that competitive
pressures are in favor of buying firm to keep their
supplier motivated toward quality and competency
and can be an important part of supplier develop-
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ment. However, because of threats of switching, it
negatively influences buyer-supplier relationship de-

velopment.

Table 2
Supplier development strategies and their impact on SD
and BSR.
. Impact
Supplier . . Impact
development on supplier on buyer-supplier
tratogies development lationshi
strategies project relationship
Supplier Successfully  im- | Moderate impact
Assessment plemented  with | on BSR develop-
positive impact on | ment
SD
Competitive Successfully  im- | Negative im-
Pressure plemented  with | pact on BSR
positive impact on | development
SD
Supplier Successfully  im- | Highly Positive
Incentives plemented  with | impact on BSR
positive impact on | development
SD
Direct Successfully  im- | Highly positive
Involvement plemented with | impact on BSR
positive impact | development
SD

Moreover, supplier incentives in current suppli-
er development programs have been perceived in-
terestingly positive from both buyer and supplier.
Supplier appreciated the effort of incentives made
by buyer and highlighted as an important prerequi-
site for buyer-supplier relationship development. It
does not only keep supplier motivated towards qual-
ity and operational competency but also motivate
them to cooperate in any case. A high impact on
buyer-supplier relationship was seen, which demon-
strate the importance of this factor in supplier de-
velopment program. Lastly, direct involvement from
buyer in supplier development program has been seen
quite important in current case study. Top manage-
ment’s strategic involvement in supplier development
results in longer term relationships and commitments
and tacit knowledge transfer. This result is consis-
tent with [10] and [4] who found the top manage-
ment involvement /direct involvement strongly effect-
ing longer term commitment. In our case, it imple-
mented successfully in supplier development program
and provided a strong support in developing business
relationship.

Therefore, the analysis indicates that direct in-
volvement and supplier incentives are the strong
strategies of supplier development program which
have a strong positive impact on developing business
relationship. Although, supplier assessment moder-
ately effect relationship development, it strongly ef-
fect in supplier development implementation. Com-
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petitive pressure has interestingly become a complex
determinant of supplier development in our frame-
work implementation where case company needs to
undertake it seriously to come up with the most suit-
able solution to gain competitive advantage.

Conclusions and findings

Supplier development and buyer supplier rela-
tionship development are dominant in today’s global
and dynamic business environment. Buying firms are
keen to develop long-term relationships with their
business partners to overcome the challenges pos-
tured by current market environment. In this sce-
nario, practitioners are more focused towards cost
minimization to improve the competitiveness by de-
veloping proper supplier integrations’ projects. For
the purpose, this study focused on implementing
a unique combined framework of supplier develop-
ment strategies to develop buyer-supplier relation-
ship. Four significant supplier development strategies
(i.e. supplier assessment, competitive pressure, sup-
plier incentives, and direct involvement) were empir-
ically tested and verified in order to develop business
relationship with an in-depth case study methodolo-
gy. The results of our case study supported the the-
ory based supplier development research framework.

Supplier development is a strategic process fol-
lowed by buying firms to develop their key sup-
pliers in order to enhance the punctuality, short-
en lead times, and operational quality and to de-
crease total cost of ownership. Therefore, this empir-
ical case study research results in a developed frame-
work of supplier development being tested and val-
idated based on extensive literature review. The re-
search tested a supplier development framework pro-
viding numerous strategic in-sights concerning how
implementing supplier development strategies result
in developing buyer-supplier relationship. The find-
ings reveal that supplier development strategies are
significant strategic tools to develop buyer-supplier
relationships and increase the supplier’s performance
and capabilities. Most interestingly, supplier incen-
tives and direct involvement were found as strategic
significant strategies for overwhelming business rela-
tionship. Suggested framework along with proposi-
tions is a unique combination of useful solutions for
tactical and strategic management’s decision making
and also valid for academic researchers to develop
supplier development theories.

Organizations always strive to construct effective
and competitive supply chain networks by enhancing
the competency and operational quality of their key
suppliers [4]. Similarly, implementing supplier devel-
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opment strategies develop operational performance
of suppliers which in return supports the buyer’s suc-
cessful and effective supply base. Top management
role of buyer and supplier in implementing supplier
development strategies acts as a significant facilita-
tor in trust building. This permits both buyer and
supplier to share important information to achieve
their business objectives and to develop the opera-
tional capabilities. Moreover, supplier evaluation is a
significant determinant of supplier development pro-
gram which allows firms to keep the supplier’s op-
erations consistent according to their required op-
erational competency. Consequently, by implanting
all the determinants of supplier development intact,
buyer-supplier relationship is developed along with
their operational performance. In addition, both par-
ties’ willingness and interest in supplier development
program is an important facilitator which ultimate-
ly create opportunities to improve operational and
relationship performance.

This study provides a unique research framework
along with empirical evidence. It contributes in pro-
vision of two-folded competitive advantage: success-
ful supplier development implementation and devel-
oped buyer-supplier relationship. Firms that suc-
cessfully progress implement supplier development
strategies in order to attain several benefits: cost effi-
ciency, continuous quality progress, better customer
services, improved delivery performance, and re-
duced product cycle time [10]. Therefore, this study
provides a combined framework of strategies to cope
with these crucial operational achievements. Further-
more, this study provides an in-sight of supplier de-
velopment strategies and their impact on suppliers
while implementing. Most interestingly, their impact
on developing buyer-supplier relationship is present-
ed.

Further research

Further research should focus on considering in-
depth investigation of trust and communication fac-
tors along with the proposed supplier development
approaches in a global business environment. The
propositions developed in our study need to be inves-
tigated further whether these are generally applica-
ble to other dynamic business environment. More-
over, this study represents a single manufacturing
case in Finland only. It will be interesting to apply
these propositions in several cases across the Fin-
land and in other industrial settings. It will provide
an opportunity to analyze how supplier development
strategies influence buyer-supplier relationship in dif-
ferent industry contexts. Further studies can inter-
estingly find out whether firms can build up strong
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relationships with their suppliers using these supplier
development approaches, and if such improvements
need further stages and factors. All in all, our study
has presented that supplier development approach-
es include critical strategies exposing at the same
time new opportunities for additional qualitative and
quantitative research.
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